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rate the best, method of effecting this change in the direction of
the flow of savings would be to accelerate the rate of industrial
development under a policy of protection, because, firstly, it
would automatically transfer a part of these savings from the
rural classes to the industrial investment classes in the shape
of higher prices resulting in higher dividends and higher reserve
funds, and secondly, it would stimulate the demand for capital
through new openings for investment and thus tempt out the
wealth from the hoards and also educate the people to put their
savings into productive investment rather than in unproductive
ornaments."
The above analysis of the proposition in question would
show that while a protective policy for accelerated industrial
expansion would result in an automatic transfer of wealth from
the rural classes to the industrial investment classes, no claim
can be, or indeed has been, put forward that such a policy
would increase the aggregate amount of savings in the country.
On the contrary, since it would effect a transfer of wealth from
the comparatively poorer and more conservative rural classes
to the relatively richer industrial groups who are accustomed to
an urbanised and more expensive standard of living, the net
result of the policy is likely to be a diminution of the aggregate
amount of potential capital (i.e. savings) in the country. The
fact that a major part of this diminished aggregate amount of
potential capital, now transferred to the industrial groups,
would be actually converted into invested capital instead of
remaining, as before, locked up idly and unproductively in the
hoards, is no adequate justification for a policy that would not
only transfer incomes from the weaker to the stronger economic
classes, but also cause a diminution of the aggregate amount
of savings in the country, because the most effective cure for
the habit of hoarding is not a virtually compulsory transfer of
wealth from the illiterate and ignorant rural population to the
more advanced investing groups, but the spread of education
and, as amply indicated by the experience of the war and the
post-war period, the popularisation of the modern methods of